WEEKLY

FOOD-FOR
THOUGHT
DATE: 28 May 2021

WEATHER
• International weather forecast, USA
• International weather forecast, Brazil

PARITIES
Import and export parities for yellow maize

INTERNATIONAL AGRICULTURE
• Argentina harvest progress
• USA plant progress
• CBOT

NATIONAL AGRICULTURE
• Locust plague
• SAGIS monthly data
• Fourth production forecast

EXCHANGE RATE
Overview – USD/ZAR

RAND AGRI SNAPSHOT
• Trader snapshot (Soybean hedging)
• Field report (Sorghum facts 2)

INDEX

INTERNATIONAL WEATHER
USA WEEKLY FORECAST:
Normal levels of rain are expected next week over large parts of the corn belt.
A cold front will move across the eastern and central USA this weekend, bringing cold temperatures for the entire corn belt.

INTERNATIONAL WEATHER
BRAZIL

Rain fell in Brazil in the drought-stricken central and southern states for the
past week, although it is already too late for large parts of the Safrinha corn
crop that has been without rain for 60 days.
The rain in the western Parana and Southern Mato Grosso do Sul was only
12mm to 60mm in some spots. Rain is still expected for the next week
although probably not as much as was received this past week.

PARITIES
YELLOW MAIZE
IMPORT & EXPORT
Jul'21

Sept'21

Dec'21

Mar’22

PMB-import parity

R4 309

R4 435

R4 462

R4 471

CPT-import parity

R4 030

R4 145

R4 128

R4 159

SAFEX-yellow maize

R3 175

R3 218

R3 300

R3 301

DBN-export parity

R3 175

R3 218

R3 120

R2 934

$

AGRICULTURE
ARGENTINA

Maize-harvest tempo
27,6% of maize was harvested in
Argentina last week.

Soybean-harvest tempo:
85,4% of soybeans were harvested in
Argentina last week.

AGRICULTURE
USA

Corn:
90% of corn was planted as of 23 May,
compared to last years tempo of 87%
and the 5-year average of 80%.

Soybeans:
75% soybeans were planted as of 23
May, compared to the 5-year average
of 54% and 63% last year.
Wheat:
94% of spring wheat was planted as of
23 May, which is 9% above the 5-year
average planting tempo of 85%.
Winter wheat conditions were rated
47% good/excellent, compared to 54%
last year.

Our low came down to $15.22 have fallen $1.45

We are still very firmly in an uptrend but pulling back and may want more of a sideways range as we wait for fresh information

CBOT
CORN AND SOYBEANS

CBOT SOYBEANS JULY:

CBOT CORN JULY:

•

• Corn is on a downtrend in the short term
• Technical indicators are oversold for the first time since last July

•

Soybeans are down to the area where there was a double
bottom and the 40 day average converging
Technical indicators are at zero

$

NATIONAL AGRICULTURE
LOCUST PLAGUE
In the past week, a plague of locusts entered the Western Free
State. Pieter Kotze, the chairman of the Bultfontein district’s
agricultural union says 500 hectares of wheat was eaten bare. A
swarm about 1 km wide by 4 km long moved into the district.
The control of locusts is governed by the Agricultural Pests Act,
1983 (Act No. 36 of 1983), and is supposed to be administered by
the Department of Agriculture, Land Reform, and Rural
Development. They are also responsible for controlling the
numbers and movement of locusts.
According to the Free State Agriculture regional representative in
the Bultfontein area, André van Rensburg, farmers had to make
their plans to control the plague. Since an outbreak of locusts last
spread so far in the Free State about 15 years ago, the system was
not ready to handle the swarms.
Source:
https://citizen.co.za/news/south-africa/2493599/locust-swarms-descend-on-free-state-farmers/
Photo: Erika Kruger

In a recent World Bank Report the Port of Cape Town (South
Africa’s best performing port) was ranked at the bottom of its list in
position 347 of 351 ports. It was also out-performed by all other
African ports.
Staff shortages, aging infrastructure and weather disruptions are
some of the main reasons why this major gateway to Western Cape
and the rest of South African continues to face severe congestion
issues.
Read more in the article https://ewn.co.za/2021/05/26/world-bankindex-ranks-port-of-cape-town-347th-out-of-351-container-ports

Opinion
While the authorities seek solutions to resolve Cape Town’s port
issues, South African importers and exporters continues to face
losses. This is a blow to SA’s economy, which is in desperate need of
foreign currency earnings while state finances continue to take
strain as a result of the Covid-19 crisis.
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NATIONAL AGRICULTURE
SAGIS MONTHLY DATA

MARCH 2021 (TON)

APRIL 2021 (TON)

INITIAL STOCK

ACQUISITION

DEMAND

END STOCK

INITIAL STOCK

ACQUISITION

DEMAND

END STOCK

WHITE MAIZE

2,298,449

88,593

568,774

1,694,325

1,694,325

347,369

570,545

1,355,589

YELLOW MAIZE

1,127,001

106,614

397,671

793,991

793,991

405,495

350,826

761,156

SOYBEANS

46,198

146,198

75,213

117,725

117,725

1,294,266

138,784

1,273,545

SUNFLOWERS

60,964

49,307

55,738

56,130

56,130

215,922

70,633

201,885

Source: SAGIS

FOURTH PRODUCTION FORECAST
CROP/GEWAS

Area planted/
Opp beplant
2021
Ha
(A)

4th forecast/
4de skatting
2021
Ha
(B)

3rd forecast/
3de skatting
2021
Ha
(B)

Area planted/
Opp beplant
2020
Ha
(C)

Final crop/
Finale oes
2020
Tons
(D)

Change/
Verandering/
%
(A) ÷ (C)

White maize/Witmielies

1 691 900

8 932 190

8 933 690

1 616 300

8 547 500

+0.54

Yellow maize/Geelmielies

1 063 500

7 198 150

7 161 900

994 500

6 752 500

+0.51

Total Maize/Totale Mielies

2 755 400

16 180 340

16 095 590

2 610 800

15 300 000

+0.53

Sunflower seed
/Sonneblomsaad

477 800

716 240

696 290

500 300

788 500

+2.87

Soybeans/Sojabone

827 100

1 918 150

1 793 650

705 000

1 245 500

+6.94

Groundnuts/Grondbone

38 550

57 900

57 900

37 500

50 080

-

Sorghum

49 200

195 035

189 885

42 500

158 000

+2.71

Dry beans/Droëbone

47 390

56 577

56 577

50 150

64 800

-

3 074 860

16 766 990

16 682 240

2 908 260

15 843 545

+0.51

TOTAL/TOTAAL

Source: SAGIS

FOURTH PRODUCTION FORECAST
MAIZE FORECAST PER PROVINCE

Source: SAGIS

FOURTH PRODUCTION FORECAST
OILSEEDS FORECAST PER PROVINCE

Source: SAGIS

EXCHANGE RATE
USD/ZAR
The USD/ZAR has been experiencing a bearish pull in the past two weeks. On Thursday the USD/ZAR reached R13,69 the first time since February
2019. This test of values has created a speculative perception that the USD/ZAR could now be in a position to test supports of R13,58 to R13,38
with the upside resistance at R13,82. The South African Rand also received a boost from debt markets. Officials surprised markets by saying stateowned Eskom had managed to slash its debt by a fifth in the year up to March.

Source: https://www.investingcube.com/usd-zar-a-preview-of-south-africas-interest-rate-decision-forex/

$

SOYBEAN PRICE HEDGING
The price of soybeans in the United States hovered around the $8,50 to $9,50 mark for
many years. This year, the price for November contracts has however jumped from $8,00
to $14,50, but then dropped again slightly to $13,80. This price is however still at a good
level.

TRADER SNAPSHOT
Over the past month, the rand has strengthened significantly. The target was R13,85 to
the US dollar, and by late morning on 28 May it was already trading R13,85. At this level,
below R13,85, it seems possible that the currency might move to R11,40, to the 423%
Fibonacci extension**.
The strengthening of the rand against the dollar also results in soybean price risk.

Continue on next page

Continue …
However, we know that world stocks, and more particularly, soybean stocks in the USA are
currently at very low levels, which might create price increases in case of any production
issues.
Soybeans are at export parity until October, but there is very little demand for South African
soybeans due to its oil content and traditional exports from South America. If South Africa
can succeed in exporting a few shiploads, the soybean price should move away from export
parity and closer to import parity. This difference is around $60/t.

The South African soybean harvest is estimated to be 1,9 million to 2 million ton. This is a
very healthy soybean balance sheet, and even with very generous processing margins it will
result in surplus stocks. Of course, with such a large harvest on hand, South Africa will not
be able to move the full $60 but $20 or $30 might be possible.

So how do we deal with it?
The CEO of Rand Agri, Christoph Grey, explains possible soybean price hedges as follows:
To put this into perspective, if CBOT drops to $10,00, (a $3,80 decrease), and given a stable
rand, that would mean a decrease of more or less R2 000/t.
Keep the top end open, or do a minimum/maximum.
To protect the lower end, we buy put options:
•
July options expire on 24 June (Safex R7 196)
•
R 6 800 (strike price) put around R30/t (costs)
•
December options expire on 24 November (Safex R7 404)
•
R7 000 (strike price) put costs around R220/t (costs)

TRADER SNAPSHOT

Continue …

If you would like to set a minimum /maximum price, which would decrease costs but cap the
top end, you can sell a call at the upper end to subsidise the cost of the put.
R8 000 call (December) R180/t net cost, then R220 - R160 = R40/t,
•
•
•

Minimum price is R7 000 - R40 = R6 960.
Maximum price is R8 000 - R40 = R7 960
For an R8 300 call at R110/t, the cost is R70 more. The maximum price is then R8 300 R110 = R8 190

The above-mentioned prices are estimates and can vary depending on volumes, volatility etc.
The December option offers more time and can also be sold at market value at a future data,
which would decrease costs.

Feel free to contact one of the Rand Agric grain dealers should you be interested in
implementing this hedge on your soybeans, or contact Christoph Grey on 082 856 3909

** For an explanation of the Fibonacci extension, please refer to

https://www.investopedia.com/terms/f/fibonacciextensions.asp

TRADER SNAPSHOT

THE BIOLOGY, MANAGEMENT AND TOXICITY OF SORGHUM ERGOT
FIELD REPORT: SORGHUM FACTS (2)
Sorghum ergot is caused by a fungus, Claviceps africana. The disease
reduces yield through poor seed set and causes harvesting difficulties
due to sticky honeydew on seed heads. Grain quality can be reduced
through lower nutritional value and due to the presence of fungal
bodies called sclerotes (ergots). Sorghum grain contaminated with
sclerotes can cause toxicity when fed to production animals,
particularly sows, dairy cattle and beef cattle in feedlots.
Disease symptoms
All sorghum is susceptible to ergot. The first visible symptoms are the
appearance of white fungal bodies called sphaecelia extending from
the glume where seed would normally develop. From these
sphaecelia, a sugar-rich exudate known as honeydew flows. The
honeydew flows down the panicle and drips onto leaves and the soil.
The honeydew contains high populations of macrospores that can
infect unfertilized florets or germinate to produce secondary conidia
capable of long-distance dispersal by wind. Secondary conidia are
capable of several cycles of iterative germination maximizing the
chance for contact with an unfertilized sorghum floret. Under some
environmental conditions, sclerotia are produced within the
sphaecelia.

Conditions favouring infection
Ergot can occur at any time during the growing season if suitable
weather conditions occur. In experiments, a constant
temperature of 20°C and relative humidity close to 100% favours
maximum infection. Outbreaks in main heads during summer are
associated with at least two days of rainy weather, with daily
maximum temperatures below 28°C. There is a trend for
increasing ergot severity as the temperatures drop towards the
end of the growing season. The requirement for rainfall seems to
be less critical, perhaps because dew periods are common during
this period. For late tillers, forage sorghums and male sterile
lines, infection can occur under a much broader range of
conditions due to the naturally lower pollen production in these
situations during flowering.

What are toxic ergot levels in grain and crops?
Sclerotes of C. africana contain toxic chemicals, in particular the
alkaloid dihydroergosine. Feeding trials have established that
sorghum contaminated with sclerotes can affect milk production
in cows and sows, and weight gain in cattle. Continue on next page..

FIELD REPORT: SORGHUM FACTS (2) … continue
There is a large variation in the levels of alkaloids (and
toxicity) between ergot-contaminated grain samples, which is caused
by differences in the maturity of the sclerotes and perhaps other
factors such as weather and variety.
Effect on pigs
In controlled experiments, sows fed 0.6-1% ergot sclerotes prior to
farrowing produced little or no milk, leading to loss of the litters.
Ergot had less impact on sows in full milk production, but reduced
piglet growth occurred with 1% sclerotes. The regulated limit of 0.3%
sclerotes was tolerated by sows, but there were indications that some
first-litter gilts might have reduced milk production with 0.3%. Feeds
with 1% ergot were tolerated by growing pigs (greater than 20 kg)
and boars without ill effect. Consequently, the limit of 0.3% is safe for
all classes of pig, possibly except for gilts and young pigs (less than 20
kg), where 0.1% is preferable.
Effect on chickens
Experiments have shown that both broiler chickens and laying hens
are relatively tolerant of sorghum ergot. Sorghum containing 2%
sclerotes has been fed with only very minor effects on production. The
regulated limit of 0.3% sclerotes is quite safe for chickens and hens.
There are no alkaloid residues in eggs.

Sources:
https://cropwatch.unl.edu/plantdisease/sorghum/ergot
https://www.daf.qld.gov.au/business priorities/agriculture/plants/cropspastures/broadacre-field-crops/sorgum-disease-managment/biology-managementtoxicity-sorghum-ergot
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